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1. What is the LNG spot?

• Define “spot transactions as all LNG contracts 
of less than one year”

• Spot trading on LNG market is very different 
from that of  Oil market.

• The reason why PGCD3 has studied during last 
triennium is that we thought the role of LNG 
spot is going to be more and more important 
than LNG market had been expected.  
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Proved Reserves of NG : 179.5 10 3 Gm3 = 169 Gtep (31.12.2004)
Marketed Production of NG : 2691.6 Bcm (2004)

Natural Gas in the world : It’s perfect for LNG

2. Global Statistics on LNG spot trade

1) NG Consumption :  2,689bcm1) NG Consumption :  2,689bcm

2) International NG Trade : 680bcm 2) International NG Trade : 680bcm 
(( 25 % of total consumption)25 % of total consumption)

-- Pipeline  NG : 502cmPipeline  NG : 502cm

-- Liquefied NG : 178bcmLiquefied NG : 178bcm

3) LNG Trade : 178bcm3) LNG Trade : 178bcm

-- Japan : 77bcm (1st)Japan : 77bcm (1st)

-- Republic of Korea : 30bcm(2nd)Republic of Korea : 30bcm(2nd)

-- U.S.A. : 19bcm(3rd) U.S.A. : 19bcm(3rd) 

-- Others : 52bcmOthers : 52bcm
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Spot LNG Trading growth (1992 – 2004)

3

8

1992 1994 1996 1998 2000 2002 2004

3

10

1992 1994 1996 1998 2000 2002 2004

Number of importers

Number of exporters

Nb. of players
Nb. of cargos

92 93 94 95 96 97 98 99 00 01 02 03 92 93 94 95 96 97 98 99 00 01 02 03

5

253

8

32



Programme Committee D
Amsterdam 5-9 June 2006

Study Group D3 6

<Trend of LNG spot trade>
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Which LNG Import Countries are active in 
Spot Trading ?

Bcm

US, Japan & Spain are leading the way

Asian 
crisis

Start of the operation of new
liquefaction plants
1997: Qatar Gas
1999: Nigeria LNG, Atlantic LNG, Ras Laffan Gas
2000: Oman LNG

Source : Based on data from
Petrostrategies
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Which LNG Export Countries are active in 
Spot Trading ?

Bcm

Trinidad, Qatar & Algeria were key exporters

Start of the operation of new
liquefaction plants
1997: Qatar Gas

1999: Nigeria LNG, Atlantic LNG, Ras Laffan Gas

2000: Oman LNG

Source : Based on data from
Petrostrategies
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3. Key Drivers & Constraints 

• The main factors driving a continued 
growth of the LNG spot market

1)   The share of “liquid markets” in the overall LNG market mix 
increases

2)   The need for flexibility increases as a result of liberalization 
process

3)   The margins derived from opportunistic spot transactions 
increase

4)   The acceptability of spot LNG risk for LNG producers (and 
lenders) increases

5)   Midstream and downstream investments will offer room for 
spot
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• The potential impediments to the spot 
market development

1)   LNG Quality issues
2)   Ship compatibility issues
3)   The contractual constrains
4)   The traders’ creditworthiness
5)   The volatility and the need for security
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4. Area Report

1) Asia 
• Market environment
- Asia is the largest LNG importing region. Japan has been a major LNG importer 

since the first introduction of Alaska LNG to the country in 1969. The import volume 
in 2004 was 76.95BCM, accounting for 43.2% of the world LNG trade. That of Korea 
and Taiwan is 29.89BCM(16.8%) and 9.13BCM(5.1%) respectively.

- LNG has been traded mostly under long-term contracts.
- In 2004, India, the latest new emerging LNG importer in this region, started receiving 

LNG at the Dahej terminal. 
- China will be coming next with the Guangdong project whose first phase is slated in 

2006. 

☞ An increase in the number of LNG importers in this region may create more 
opportunities for the spot LNG trading and have an impact on  traditional 
LNG trade in Asia.
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• LNG Demand/Supply balance in Asia region in 2010 a nd 2015
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4. Area Report

2) Europe 

• Market environment
- Traditionally European natural gas demand has been covered mainly by 

pipeline gas. Decline in North Sea gas reserves, increase in demand and 
production cost and deregulation of European gas and electricity markets 
have all combined to create new opportunities for LNG. 

- In 2004, LNG represented 16% of natural gas in Europe. It is expected to 
increase to 25% in 2009. 

☞ At present, the European market is undergoing structural changes resulting 
from the liberalization process that is taking place.
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• Liquefaction & Regasification Capacities
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4. Area Report

3)   USA 
• Market environment
- The North American natural gas market today is characterized by strong and 

growing demand from over 68 million customers, an extensive pipeline grid 
with numerous options for transportation and trading, and dwindling 
domestic supplies. 

- Natural gas accounts for about one-fourth of the energy use in the U.S. and 
consumption is forecasted to increase 40% by 2025.  About 84% of gas 
used in the U.S. is produced in the U.S., with 13% coming from Canada and 
only 3% delivered as LNG, most of which is delivered pursuant to short-term 
contracts. 

☞ Exports from Canada are expected to decline and Alaskan gas remains 
stranded until a pipeline is constructed.  Thus, there is a great deal of 
excitement about the role that LNG can play in filling the looming supply gap.
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• Infrastructure Capacities of the LNG value chain
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5. For the future
• The market share of spot trade in LNG  accounted for 10.7% 

in 2004. It showed a very exciting growth rate comparing with 
5.0% in 2003. Nevertheless, the 20 -25year long-term 
contracts still comprises a majority of the LNG market.

• However we can observe that there is  a trend for the LNG 
spot price to be unified with the Henry Hub gas price in the 
LNG market. Therefore, going forward we need to  pay even 
closer attention to the role of LNG spot trade

• This report should be considered a first step in examining the 
scope and role of the LNG spot market within the broader 
markets for LNG and natural gas.  It is our hope that 
additional research and examination on the topic will be 
forthcoming in the next Triennium.
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Thank you


